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The Profit Variation Budget 


By W. F. Orrtiy 


PART I 
NOTES ON OTHER BUDGET METHODS 


Wee a show of hands was taken in one of our sister associations, not 
long ago, on the question of budgeting, out of 300 men, 52 had some 
form of budgeting in their firm; only two had a complete budget system. 

The men attending the meeting gave a fairly representative cross-cut of 
American industry ; if anything, their very presence at the meeting indicated 
a leaning towards progress in budgeting. 

The actual application of budgeting has evidently not been as widespread 
as the number of publications and books on the subject would lead one to 
believe. The discrepancy between the interest disclosed by the publications 
and the actual realization of this interest may be attributed to three main 
factors : 


1. Hesitancy as to the extent to which budgeting can be carried 
profitably. 

2. Realization of the fact that life and its dealings invariably change 
the best laid plans so that no actual result will ever exactly duplicate the 
forecast. 

3. Fear that the budget might retard quick executive action to meet 
ever-changing conditions. 


These fears are not without some justification; what a lack of flexibility 
will do is demonstrated by the common type of budget many of us have 
seen : 

The object of the publications of the American Management Association is to place bef 
members ideas which it is hoped may prove interesting and informative, but the, Association 
stand sponsor for views expressed by authors in articles issued in or as its publications. 
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EXAMPLE OF COMMON SELLING EXPENSE BUDGET 


$1,944 


It looks bad for the manager at Chicago; but his return letter looks 
worse. He is likely to tell the controller and the sales manager that the state- 
ment is not worth the paper it is written on, since he handled 36 per cent 
more orders with an increase in cost of only 11 per cent which he considers 
good performance. Results: letters going back and forth, time is wasted and 
several men at the branch and at headquarters are disgruntled. 

At the factory particularly, flexible budgets have done much to correct 
the drawbacks of budgeting as originally applied. Let us then assume for the 
moment that some of the foundations of control have been laid with this im- 
portant feature included in the form of departmental standard cost. Let us 
assume further that some system of sales control and production planning is 
in use. 

This is a fairly typical condition in our better managed industries at 
present. Question: To what extent should budgeting be carried from this 
point onward; what sort of coordinating master budget would give the 
essential facts about the ramified and ever-changing operations of large con- 
cerns, without additional work of much consequence? 


PART II 


THE PROFIT VARIATION BUDGET 


An answer to that question is presented in the form of what may be termed 
the “profit variation budget.” 


A. ESSENTIAL COMPONENTS OF THE PROFIT VARIA- 
TION BUDGET. 


In its simplest form the following are its essential components: 








THE PROFIT VARIATION BUDGET 
TABLE 2 


PROFIT VARIATION BUDGET 
ESSENTIAL COMPONENTS 


Budget 
SALES $100,000 














STD. COST* 90,000 
OF SALES 














PROFIT 
BEFORE VARIANCES 





Manufacturing . 
Selling } vaniawces 100 300 _ 2,000 





Administration 








PROFIT $9,000 $8,000 $1,000 








*Note: The use of a system of Standard Costs is assumed. The figures include 
standard General Administration and Distribution expenses. 


Italics represent deductions from income or profit in columns “Budgeted” and “Actual”; unfavor- 
able variation in column “Profit Variation.” 


1. Budgeted Profit Figures. 


a. The sales income is budgeted from the sales estimate of quanti- 
ties and expected prices. 

b. The same sales estimate of quantities is extended at standard 
factory cost plus standard distribution and administration rates. 

c. All expected income or expense not absorbed or included in 
standard cost of budgeted sales are shown as budgeted variances. 


2. Actual Profit Figures. 


a. The actual sales income is entered from the ledgers. 

b. The actual sales quantities are extended at standard factory cost 
plus standard distribution and administration rates. 

c. All actual income or expense not absorbed or included in the 
standard cost of actual sales are shown under actual variances. 


3. Profit Variation Figures. 


The profit variation caused by each component of the profit budget 
is shown purely from the angle whether it caused an increase or decrease 
in the profit. 
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Normal routine happenings for which the value received (produc- 
tion for example) equals the expense (such as direct wages or freight) 
can be disregarded. Therefore, attention is concentrated on the excep- 
tions as expressed in the variances which are shown in greater detail on 
the following statement. 


The variances have been grouped precisely following the functional or- 
ganization. The manager of each division or department is therefore held 
responsible for profitable or unprofitable profit-variations. See Table 3. 


TABLE 3 


PROFIT VARIATION BUDGET 
TYPES OF VARIANCES 


Profit 
Budgeted Actual Variation 


Sales Income $115,000 ($15,000) 
Std. Cost of Sales* 104,000 ( 14,000) 


Profit before Variance $11,000 $1,000 


Selling Expense Variance 2,000 2,000 
Factory Expense Variance 3,000 1,000 
Administrative Variance & Charges 2,000 1,000 
Financial Income & Expense 1,000 
Material Price Variance : 1,000 3,000 


Profit After Variances Before 


8,000 





Net Profit $6,900 








* Including standard distribution and administration cost. 


B. TECHNIQUE OF THE PROFIT VARIATION BUDGET. 
1. The Budgeted Profit. Table 4 (follow dotted lines). 


The sales estimate is developed as usual on the basis of past experience 
and market analysis, corrected for anticipated changes in sales policy. 

From the sales estimate the work branches out into (a) determination of 
quantities expected to be produced or purchased. Much can be accomplished 
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in this direction through leveling of seasonal trends and determination of 
proper order lot sizes as part of the production planning. We shall confine 
ourselves here to the next function of the sales estimate, namely (b) the 
use of the sales estimate and the production planning figures in establishing 
the profit budget. 

The expense schedules for the factory, the selling and the administrative 
departments are developed advantageously parallel to the sales estimate. 
This is feasible especially where the expense schedules are set on a (balanced) 
capacity or a normal per cent of (balanced) capacity, independent of the 
sales estimate for the coming year. 

The expense schedules for factory, selling and administrative depart- 
ments furnish then the standard product cost and the normal selling and ad- 
ministration rates. 

Extending the estimated sales quantities by the price list (corrected for 
anticipated changes) and at the standard product cost does not present any 
particular difficulty. Much grouping can be effected usually with the price 
list while the assembly of the cost of sales has to be broken down to the 
final product. 

The expected variances for the factory and the distribution and adminis- 
tration departments then are determined. The difference between the total 
fixed or semi-variable charges given on the expense schedule and the amount 
absorbed by the cost of the estimated sales will furnish a separate figure for 
anticipated factory volume variance. 

The expected material price variance is budgeted from the expected in- 
ventory quantities and the status of the cost or market reserve at the begin- 
ning of the year, adding the budgeted purchase quantities times the differences 
between standard and expected market price as furnished by the purchasing 
department and deducting the proportionate quantities contained in the cost 
of sales. It will generally be desirable to confine this calculation to the basic 
raw materials and estimate the price variance for secondary and accessory 
material in total or by groups. 

After completion of the budget of variances, the expected financial in- 
come or expense is added; this determines the net budgeted profit for the 
year before and after taxes. After the final approval by the top executives, 
the budget is broken down into periods. We have found a breakdown to two 
four-week periods and a five-week period per quarter a satisfactory grouping 
since it leaves the quarter undisturbed. 


2. The Actual Profit. Table 4 (fellow continuous lines). 


Every month the actuai profit is determined in a relatively simple man- 
ner. Actual sales income and cost of sales of actual quantities sold are calcu- 
lated, the latter on the basis of the actual article distribution sold, differing 
in this respect completely from the inventory method found in some attempts 
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at budgeting. Since it is rarely feasible to take monthly inventories, the in- 
ventory method has the drawback of reliance on the past proportion of ar- 
ticles, thereby opening the door wide for errors and failing to point out one 
of the vital trends making for profit variation, namely, a shift in mix or 
article proportion. 


The actual variances for factory, distribution and ndenielineation expense 
are determined and summarized from the underlying factory and sales 
expense statements. 


Regarding the actual operations of the business and their relation to the 
budgeted operations, it must be remembered that on one hand all planning and 
budget figures start out with the same basic data; on the other hand that 
there exists perfect freedom—within the policies outlined for the concern— 
for the merchandising manager for example, to change his production or 
purchasing orders as and if conditions warrant. The profit variation budget 
will give the answer in variations of profits resulting from the moves made 
without change of the budget itself. Assume for example, that increased 
sales call for an increase in production of 20 per cent. A corresponding in- 
crease in direct wages of 20 per cent does not affect the profit and can be 
disregard as far as the profit variation budget is concerned. But if the 20 
per cent production increase was accomplished with a wage increase of 25 
per cent or of 18 per cent, the profit is affected unfavorably or favorably and 
the difference shows on the profit variation budget as actual variance. 

From the point of view of the profit variation budget, we are interested 
in an increase in production from two other angles: the additional absorption 
of fixed manufacturing, selling and administration expenses, and the addi- 
tional gross profit earned if and when the additional production is sold. 
The budget as set up makes provision for variances from factory volume: 
the sales estimate may have called for a factory operating ratio of 25 per cent 
under the normal ratio used in the development of factory standard cost. 
The amount unabsorbed by the budgeted sales (or by the production figures) 
has been entered as a budgeted volume variance. The increased actual pro- 
duction volume will result in an actual volume variance lower than budgeted 
with the net result of an increase in profit, that is, a favorable profit variation 
from the budgeted profit. 

As soon as the increased production is sold, the profit variation budget 
will indicate additional effects: an increase in profit from increased sales 
(margin earned) and a further gain in profit from over-absorption of fixed 
distribution and administration expenses. 


C. THE PROFIT VARIATION REPORT. Table 5. 


After perusal of chart 4 on the technique of the profit variation budget, 
we return to the final objective, the profit variation report. This report shows 
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the decline or increase in profit grouped by responsibilities. Increases or de- 
creases in sales by trade groups show their favorable or unfavorable effect 
on the profit ; so do shifts in article mix proportions or price declines, though 
the total dollar sales volume may be the same. The profit variation from 
sales is supported by a detailed analysis of sales by territories and articles. 

The profit variation resulting from the expenses of each division is 
supported by divisional and departmental expense statements built around the 
functions as expressed in the organization chart. Variations of the actual 
expense as against the expense equivalent to the actual quantities of sales or 
production are reported by type of expense and cause on the detailed state- 
ments. Their total agrees with the variances shown in the column of the 
budget for actual variances. The comparison of budgeted variance and actual 
variance in turn represents the profit variation. Where no variance was 
budgeted the total amount of the departmental expense variance represents a 
profit variation. The degree of refinement in the supporting statements will 
depend on good judgment. The degree of development and importance of 
a cash budget in conjunction with the profit variation budget likewise will 
depend on the financial condition. 


D. THE COST OF OPERATING THE PROFIT VARIATION 
BUDGET. 


A last word as to the cost of operating this budget. The conditions will 
vary, of course, for different companies but in the case of a group of com- 
panies with fairly complicated production and sales conditions, the experience 
of the cost of the profit variation budget has been as follows: the entire 
factory end of the budget is carried by the standard cost sections at the mills, 
using cost and accounting statements most of which would have to be made 
up anyway, even without the budget. Some additional work is created at the 
time of the yearly budget calculation. But this has evidently not been an 
undue strain on the overhead at the factories since the total cost of control 
at the factories has been reduced in the last few years by a very sizable 
amount. At headquarters the selling and administration departmental budgets 
and the profit variation budgets are carried by two men with the occasional 
help of a calculating operator. 





Current Comment 


WHY THE LEADERSHIP EMPHASIS IN 
MANAGEMENT TODAY ? 


To anyone standing outside the 
problems of human relations in corporate organizations and 
institutions today, it might superficially seem that the interest 
recently developing in getting executives to think of them- 
selves as leaders is either a fad or a desire for a tricky manip- 
ulation of people, or both. 

This new leadership interest may well have, | will admit, this 
subversive side. But it is an interest and a phenomenon so 
widespread in so many different kinds of organizations, and 
one which has seemingly developed so spontaneously, that it 
is reasonable to believe that it arises in response to a deeply 
felt human need—a need both of executives and of employees. 

What is that need? And why is it felt in organizations 
created for such varied aims? 

In one sense it is pathetically easy to exercise leadership 
of sorts. People are tractable, docile, gullible, uncritical— 
and wanting to be led. But far more than this is deeply true 
of them. They want to feel united, tied, bound to something, 
some cause, bigger than they, commanding them yet worthy of 
them, summoning them to significance in living. 

There was a time, it should be recalled, when religion 
through religious leaders did just this for many people. 

In Europe, with its difficult post-war problems, the felt need 
for that unity of intention has now fixed itself on nationalistic 
aims, on “isms” of one kind or another, espoused by dramatic 
leaders. 

In America all this has been far less true. Our unity in pub- 
lic affairs—or in any affairs—is much less a reality. Our doubts, 
confusions, inertias, conflicts of interest, seern more acute and 
more rampant. -Our public tem nd in many cases our 
corporate tempers—are jittery. The one feeds the other; and 
loyalties, strong commanding ties that bind, are in conse- 
quence very much at loose ends. 

This naturally affects organizational and institutional morales, 
and affects them adversely. 





Can we make corporate projects, among other organized 
activities, expressions of human unity, happy cooperation and 
community of interests? 

The answer depends in part upon the quality and insight of 
leaders. And the insight of industrial leaders is to be de- 
termined in the last analysis nt bee kind of re and aims 
they hold up to people to be loyal to. future of the 
private corporation depends, in a profound sense, upon what 
the leaders of those corporations are trying to do. If their 
policies are solely restrictive of ay acquisitive of high 
— and ge — they seem likely to pas heed sled- 

ing in winning employee and public sup ir aims. 
if ry * can put their houses in order and paysdin Bee of their 
respective industries work honestly with an aim of public ser- 
vice and of supplying abundance, their insight is likely to be 
justified by their winning and holding followers. 

Morale, loyalty, effective leadership, aims of public service 
—these are all aspects of the same reality. d leaders 
with defensible aims can get loyalty and morale. And morale 
is sorely lacking and greatly needed in industrial effort today. 
But it will not come by wishing. It will come only as managers 
realize the price to be paid for it; and then pay that price. 
The price, in a word, is that the organization anxious for morale 
must be truly good for those within it as well as for those it 
serves. Those to be led are not tools to carve out the ends of 
others; they are co-laborers to shape and achieve certain com- 
mon ends which are good for all concerned—leader and led. 

Morale, in a larger sense, is the answer to the national jitters. 
For it is in its essence the pervasive confidence of people that 
their destinies are in safe hands, that they are embarked on 
worthy projects which have meaning and significance for them. 
More than that, morale ya glamor and a sense of glory and 
conquest in and through common effort of a group to 
which its members are wholeheartedly committed. 

That commitment is everything. lt brings release, power, 
creative expression. That commitment comes for most people 
when wise leaders are leading. 

Perhaps this is the basic reason why in the secular affairs of 
modern life we are trying to rescue ourselves from uncertain- 
ties and disharmonies by making leaders out of those in posi- 
tions of authority and direction. Fundamentally we are seek- 
ing to get morale for ourselves through the effort to find lead- 
ers to a loyal to—in economic no than in political and 
other realms. 

ORDWAY TEAD. 
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GENERAL MANAGEMENT 


Costs and Profits in Manufacturing 
Industry 1914-1933 

This study presents statistics of two 
major kinds bearing directly upon manu- 
facturing operations. In the first place, 
it shows the total dollar value of goods 
sold by manufacturing concerns, compiled 
from census reports for each census year 
from 1914 through 1933. In the second 
place, it shows the distribution of the total 
income from the sale of goods among dif- 
ferent classes of expenditures for the same 
years on the basis of corporation income 
tax data reported to the United States 
Treasury. 

The following conclusions are drawn: 
“In the past twenty years manufacturing 
operations in this country were character- 
ized by a generally downward trend in 
the proportion of material costs to total 
costs, unsteady movements in labor costs, 
a substantal increase in overhead, and un- 
certain movements in profits.” National 
Industrial Conference Board, Study Num- 
ber 213, 1934. 15 pages. 


Planning: A Technique as Well as an 
Attitude of Mind 

It is not only necessary to spread the 
idea of “economic planning” as a desirable 
measure, but there must be a technique 
for planning. The author outlines one 
here. 

Genuine social-economic planning should 
by dynamic, “concerned with human con- 
duct in respect to the multitudinous af- 
fairs and institutions which keep people 
busy producing, exchanging, saving and in- 
vesting.” Social-economic planning should 
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involve an agency with advisory author- 
ity, with some measure of control of 
conduct, not responsible for decisions and 
execution, but coordinate wtih an agency 
for execution, and coordinate with an 
agency for fact finding and research. 

“Social-economic planning must start— 
first, last, and always—with an agreed- 
upon and defined objective, and then every- 
thing must be included in the planning 
which is in any consequential way re- 
lated to the objective.” By H. S. Person. 
Bulletin of the Taylor Society and of The 
Society of Industrial Engineers, March, 
1935, p. 90:5. 


The Distribution of Control and Respon- 
sibility in a Modern Economy 

During the past hundred years great seg- 
ments in the organization of economic ac- 
tivity have been shifted from the market 
place to administration, the extent of ad- 
ministrative coordination of economic ac- 
tivity being difficult to realize. 

In seeking to develop a pattern which can 
serve as an effective guide for future 
politico-economic developments, the au- 
thor suggests we adopt the following prin- 
ciples; First we must drop the confusing 
concepts of private property and private 
enterprise, because the modern corporation 
has destroyed their usefulness as tools of 
analysis. Second, we must cast our analysis 
in terms of interest and controls. Third, 
we must distribute controls, centralizing 
only those which are essential to the smooth 
and adequate functioning of our economy. 
And fourth, through some form of repre- 
sentation, we must bring back to the parties 
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at interest in industry, controls over those 
exercising administrative power in order 
that ultimate interest and ultimate control 
may go hand in hand, 

Only as the two related disciplines com- 
bine on this problem—the economists and 
the poiltical scientists—can the basic pat- 
tern of a new and distinctly American 
political-economy be developed. By Gardiner 
C. Means. Political Science Quarterly, 
March, 1935, p. 59:11. 


What the New Federal Relief Plans 
Mean to Business Men 


The new work relief program will re- 
semble the CWA and CCC work but will 
be more carefully planned, Emphasis will 
be placed on cooperation with business so 
that the net result of the program in each 
locality will be a reduction in unemploy- 
ment without unnecessary hardship for 
business in the labor market, in taxes, or 
in competitive activities. By Richard E. 
Saunders. System and Business Manage- 
ment, February, 1935, p. 62:5. . 


Homesteads and Subsistence 
Homesteads 

Too many men are trying to live by in- 
dustry. This is the gist of our unemploy- 
ment problem, which existed to the number 
of several million idle even in our boom 
years. The farm, too, is advancing in tech- 
nique and producing more per unit of labor. 
No matter how the population is reduced, 
four-fifths can produce the requirements 
of the entire five-fifths without any further 
technological advances. 

To effect the necessary combination of 
land and labor, two types of homesteads are 
now on trial; the subsistence homestead 
where the industrial worker can produce 
much of his food at odd hours and apply 
all his time when the factory closes down, 
and the homestead proper where agricul- 
tural production is the main objective and 
related industries are carried on at odd 
times to increase the measure of self- 
sufficiency, 

Mr. Johnson thinks there must be a de- 
centralization of industry. He says the or- 
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thodox philosophy of social organization has 
been that the natural abode of man is the big 
city, but he feels it is the open country. There 
are still vast stretches of land where these 
homestead communities can be established ; 
millions of acres in North Carolina, Vir- 
ginia, South Carolina, Georgia, Alabama 
and Mississippi, the Columbia basin; and 
thousands of farms, sunk under mortgages, 
that can be purchased for very little in 
Iowa, Nebraska, Kansas and Missouri. The 
setting up of such farm communities, vir- 
tually self-sustaining, is the best solution, 
then, to the problem of providing for these 
millions of industrial workers who inevi- 
tably face irregular employment under pres- 
ent conditions. By Alvin Johnson. The 


Yale Review, March, 1935, p. 433 :15. 


The Chief Cause of This and Other 
Depressions 


The economic conditions following the 
World War have fallen into a pattern 
similar to the course of events following 
other great wars. The present depression 
is a secondary post-war depression which 
involves almost all nations. 

The author lists. and discusses these 
eleven factors, widely—and erroneously ac- 
cording to him—hbelieved to be causes of 
the present depression: Malefactors of 
great wealth, overproduction, price de- 
clines, reduced agricultural purchasing 
power, shortage or maldistribution of gold, 
shortage of consumer purchasing power, 
over-investment in productive equipment, 
technological unemployment, concentration 
of wealth, speculation, and bad banking. 

In seeking the true cause of the depres- 
sion the author proceeds in this manner. 
By studying figures on unemployment, 
which is the main symptom of depression, 
it is found that unemployment is largely 
in the durable goods industries—industries 
in which purchases are made in general by 
business enterprises instead of individual 
consumers. The determining factor in the 
increase or decrease of purchases by busi- 
ness enterprises is the prospect of profit. 
This leads to the author’s conclusion that 
any general change in the prospects of 
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business profits may initiate a depression 
or a recovery. 

“Stability of business activity depends on 
the stability of the fundamental conditions 
under which business operates. This can- 
not be created by any simple legislative 
formula. It involves persistent adherence 
to at least seven national policies: peace; 
sound money; balanced budgets; sound 


banking; the restriction of credit to loans 
justified by earning power; the restriction 
of speculation; governmental regulation of 
business to prevent abuses, dishonest com- 
petition and exploitation, but not to con- 
trol wage and price competition or to favor 
special groups. By Leonard P. Ayres. 
The Cleveland Trust Company, April, 1935. 
52 pages. 


FINANCIAL MANAGEMENT 


Minimizing Death Taxes 

“I believe every man should consider 
death as carefully as he would consider a 
business proposition” is the quotation with 
which this booklet sets out to aid the in- 
vestor and his counsel in making a study 
of the exemptions and alternatives of tax- 
ation under inheritance, estate, and gift 
tax, statutes. 

It is stated that any steps taken to mini- 
mize death duties should be directed along 
the lines of reducing the prospective lia- 
bility for inheritance and estate tax assess- 
ments and ascertaining that the executor 
will have sufficient cash to pay all debts, 
duties, and expense, without undue sacrifice 
of estate assets. A valuable rule to keep 
in, mind is that the vulnerability of an 
estate is generally in inverse ratio to its 
liquidity. 

In connection with estate shrinkage and 
its relationship to expectancy of life the 
author says: 1. The relative imminence of 
tax obligations determines the necessity 
for liquidity in the estate. 2. The weight 
and measure of the taxes as a prospective 
liability increase as the remaining years of 
life decrease. 

The following methods of estate con- 
servation are considered, and information 
given to enable the reader to make com- 
parisons of their relative merits from the 
standpoint of economy and other considera- 
tions: Setting aside readily marketable 
securities to pay estate taxes, etc.; accu- 
mulation, out of income, of a fund to offset 
the shrinkage by estate taxes, etc.; pur- 
chase of life insurance to meet death du- 


ties; gifts of estate capital to prospective 
heirs, or in trust for their benefit; the 
annuity purchase method; the deferred-use 
gift method. By C. Morton Winslow in 
association with Wm. Earl Leever and 
Willard L. Munro. Commerce Clearing 
House, 1934, 93 pages. 


Extending the Controller’s Function to 
Meet Today’s Needs 

Discussing present-day aspects of the 
controller’s function, the Controller, Le- 
high Portland Cement Company, remarks 
that, “there have been many interesting 
and valuable developments of new prin- 
ciples of accounting in recent years that 
were brought about largely through the 
demands for more informative and com- 
plete reports... .” These and other cur- 
rent developments form the background for 
the typical modern controller whose func- 
tions are described in this article. By J. 
Calvin Shumberger. Executives Service 
Bulletin, Metropolitan Life Insurance Com- 
pany, April, 1935, p. 5:2. 


Bank Liquidity and the Eccles Bill 


The Federal Reserve authorities are 
faced with two major problems, says this 
author. First, that of liquidity, and sec- 
ond, the provision of credit in accordance 
with industrial needs. The existence of 
eligible paper in 1931-32 and 1933 was in- 
sufficient to prevent widespread bank clos- 
ings, and a resort to “shiftability” through 
the market also failed. It seems evident 
that the preservation of banking liquidity 
in time of crisis involves the absorption by 
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the public of assets formerly held by the 
banking system; a commercial loan must 
be met by the sale of goods, and when 
bank runs are widespread, securities must 
be sold out of the banking system to pay 
depositors whether or not the security 
market remains relatively stable; in other 
words, the public must exchange its quick 
deposits for slow assets just when it is 
unwilling to do so. 

The only alternative is that provided 
by the proposed change—the creation of a 
mechanism for the absorption and ex- 
changing of slow assets into the quick 
form demanded by the public in time of 
crisis. This device should meet the situa- 
tion adequately, at least until new and 
hitherto unthought-of problems arise. By 
Charles Ashley Wright. The Bankers 
Magazine. May, 1935, p. 527 :9. 


Cooperative Advertising by Banks 

One year Washington banks, operating 
Christmas Clubs, advertised individually, 
enrolled 49,385 members with $3,001,000 


subscribed. Aggregate advertising cost, 
$6,000. The next year a cooperative cam- 
paign was run which enrolled more than 
60,000 who subscribed $4,500,000. Adver- 
tising cost, $1,280. The publicity manager 
of The Washington Loan & Trust Com- 
pany cites other actual examples and de- 
scribes the details of the cooperative ar- 
rangement among Washington banks. By 
Eliot H. Thomson. Executives Service 
Bulletin, Metropolitan Life Insurance 
Company, May, 1935, p. 5:2. 


International Movements of Capital 


Since the depression we have been in a 
process of disintegration in the field of 
international movements of capital. The 
international lending of capital not only 
came to a stop but the direction of the 
flow was reversed from the debtors to the 
creditors, weakening a link in world econ- 
omy. Compare, says the author, the pres- 
ent period with that which preceded the 
War, and three great differences are seen; 
they lie in the economic, the political and 
psychological backgrounds. The dynamic 
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growth that marked the pre-War period 
has ceased. Capital is remaining at home, 
and there seems to be little prospect of 
a strong revival of migration in the near 
future. People cannot be told that for the 
general welfare they should stop saving, 
the incentive to save is as strong as it 
was before. The problem is how to invest 
savings. By Arthur Feiler. The Ameri- 
can Economic Review, March, 1935, p. 
63:11. 


Serambling Write-Ups and Rates 


A write-up, according to the author, is 
in effect merely a bookkeeping transaction 
and may under certain conditions be fully 
justified by the facts in the case. It is a 
practice fairly common in business to re- 
flect increased valuations on a company’s 
books. There would seem to be no reason 
for singling out the public utility industry 
above all others and pointing the finger of 
suspicion at book valuations, leaving the 
inference to be drawn that property write- 
ups have all been reflected in the rate 
structure of the industry. There is no evi- 
dence of exploitation of the consumer by 
property write-ups. By Ralph E. Bach. 
Public Utility Forinightly, May 23, 1935, 
p. 600:5. 


Reviving Foreign Markets 


Controlled by Congress since 1816 the 
Tariff is now in the hands of the Presi- 
dent by virtue of powers granted him by 
an amendment to the Tariff Act of 1930. 
In theory, at least, it is out of politics. 
The President’s powers terminate in three 
years from the date of enactment, nor can 
any agreement be made that is not ter- 
minable at the end of three years’ or six 
months’ notice thereafter. 

Better understanding between exporters 
and the government through the Commit- 
tee for Reciprocity Information is reviv- 
ing the foreign market. The entire tech- 
nical and statistical resources of the gov- 
ernment are at the disposal of the nego- 
tiating agency. Throughout the world 
collective efforts to solve tariff problems 
have failed, Impelled by necessity na- 
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tions are making bargains among them- 
selves, a piecemeal arrangement that is 
slowly restoring the currents of trade. The 
President’s new powers place the United 
States in a particularly favorable position 
to do this bargaining. By John P. Gregg. 
Nation’s Business, May, 1935, p. 40:3. 


The Concept of Value For Use 


Pointing out that Adam Smith declared 
that the only purpose of production was 
consumption, this author urges appraisal 
and value on the basis of use. Useful 
value differs from such concepts as “fair” 
value and “true” value, because it states 
a practicable goal, he states. The insane 
speculations in Florida and California land 


Insurance* 


Liability of Trustees and Agents 


This article points out the need of lia- 
bility insurance to cover the personal re- 
sponsibility of those who may be acting 
as agents, trustees, or receivers for other 
parties, and cites numerous court decisions. 

The liability of a trustee in charge of 
property for accidents occurring on the 
property grows out of two thoroughly 
established principles of law, working to- 
gether: 1. An agent is always liable per- 
sonally for his own wrong doing; whether 
or not he binds his principal is another 
question. 2. Trust funds cannot be de- 
pleted to compensate for the personal fault 
of the trustee. 

When an owner is held liable for in- 
juries on his premises it is because of 
some negligence in maintaining the prop- 
erty. When a trustee is in charge, the 
negligence is his, and not that of the bene- 
ficiaries under the trust. The property of 
the beneficiaries cannot be taken away 
from them to pay for the trustee’s negli- 
gence. It is so customary for a claim- 
ant to sue the principal that the liability 
of the agent comes as a surprise. Never- 
theless there is no better established prin- 
ciple in law. An agent is personally liable 


* Insurance abstracts are contributed by P. D. 
Company. 
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were merely exaggerations of a condition 
that existed all over the country. The 
systematic appraiser could easily demon- 
strate the complete inability, under pre- 
vailing incomes of users of real estate to 
pay for use of real estate at speculative 
prices. 

The nation should take account of its 
facilities on the basis of useful value. The 
Interstate Commerce Commission should 
have its valuation of the railroads brought 
up to date. If useful valuations were de- 
termined on all properties, there would be 
better management of the nation’s busi- 
ness. By Walter W. Pollock. The Cer- 
tified Public Accountant, March, 1935, p. 
147 :4. 


for his acts, or neglect, whether he binds 
his principal or not. 

Fortunately, the liability insurance regu- 
lations regard the trustee and principal, 
or agent and principal, as a single interest 
in the ownership, and both can be insured 
for one premium. The Casualty Insuror, 
May, 1935, p. 2:3. 


Protection for the Disabled Worker 


This article sets forth a disability in- 
surance program designed to furnish all- 
inclusive protection to employees, and also 
endeavors to indicate the approximate per 
capita costs at which such protection can 
be made available with financial safety. 

The plan should provide for: 1. The 
payment of allowances when a member is 
temporarily disabled by reason of illness 
or an injury sustained while not actually 
at work in the service of the company 
sponsoring the plan (workmen’s compen- 
sation laws in most states take care of 


‘injury sustained while at work), and 2. 


Medical and surgical attention and hos- 
pitalization whenever necessary to a mem- 
ber’s health. 

The following reservations should gov- 
ern the eligibility of members to secure 
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the benefits provided: 1. There shali be 
a waiting period of seven days and no 
sick allowances shall be payable during the 
first week of any disability period; 2. 
The maximum number of weeks in any 
one year during which a member shall 
be entitled to sick allowances for any 
disability shall be twenty-six; 3. No mem- 
ber shall be entitled to the hospital main- 
tenance benefit for a period of more than 
26 weeks in any one year; 4. Any mem- 
ber, having been paid allowances for a 
period of 26 weeks, must return to work 
and work for a period of at least three 
months before he again becomes eligible 
to receive allowances for a further period. 

The amount of the allowance to be paid 
can be established by setting up salary 
ranges and paying a stipulated benefit 
bearing a definite relationship to earnings 
within each salary range. It is desirable 
that the association as a body should con- 
trol the appointment of medical officers 
to attend its members. 

Such a plan would serve “as a desirable 
medium of health education and conserva- 
tion, and a means of fostering more har- 
monious relations between management 
and its workers and thus would build 
morale.” By W. H. Ley) Harvard Busi- 
ness Review, Spring, 1935, p. 309:12. 


An Advance in Fire Rate Laws 

Laws prohibiting discrimination in fire 
insurance rates between risks involving 
similar hazards are now in effect in the 
majority of the states. Recently a bill 
was introduced in the Illinois legislature 
which in its anti-discrimination provision 
prohibits the making or charging of a rate 
which discriminates unfairly between risks 
in this state of essentially the same fire 
hazards and relative expense costs. This 
reference to expense costs is not usual in 
laws of this character. 

There is no provision in most laws for 
reducing the rate where steps are taken 
to reduce the insurance company’s ex- 
pense in handling the risk. The owner 
who insures a hundred risks in one trans- 
action pays the same premium on each as 
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if he had insured it in a separate transac- 
tion. This, in itself, is discriminatory. 
He is entitled to share in the saving of 
expense to the company, and the company 
is entitled to the privilege of sharing this 
saving with him in order to protect itself 
against the loss of the business to a carrier 
not subject to such rate restrictions. 
Editor’s Note: Many buyers of insur- 
ance will take courage at this evident at- 
tempt to correct a condition which has 
forced many purchasers to seek protection 
from unlicensed and foreign insurers. Un- 
questionably volume purchasing is entitled 
to a lower rate, not only because of reduced 
expense in handling the account, but it is 
logical to assume that the larger and 
multiple units under central control will 
produce a better loss record. Journal of 
Commerce, April 23, 1935, p. 2:1. 


Fire Legal Liability Insurance 


There is a distinct and growing demand 
for this form of insurance, originating 
from manufacturers, distributors, whole- 
salers and retailers, mainly of course from 
those dealing in gasoline, liquid gas, chem- 
icals, etc. Recently government financing 
of various industries and public works 
has increased the demand for this coverage. 

If a contractor is doing work on prop- 
erties not insured directly against loss by 
fire and on which the exposure is serious, 
he may be placed in a difficult situation 
because of his liability for the loss. 

The author explains in detail how these 
policies are written. By Clarence T. Hub- 
bard. The Weekly Underwriter, May 4, 
1935, p. 895 :2. 


Boiler and Machinery Insurance 
Changes 
Effective May 1, 1935, the coverage for 
boilers and machinery will be written on 
what is believed to be a more satisfactory 
basis. The old form stipulated a limit per 
person which was a part of the total amount 
of insurance under the policy, but under the 
new form, there is no limit per person. As 
before, property damage will be paid first. 
Personal injury liability coverage has 
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always been considered as excess insurance 
with respect to other liability insurance 
covering similar loss, but the new policy 
contains a modified condition which pro- 
vides that the insurance under the boiler or 
machinery policy shall become effective and 
applicable on any part of such loss for 
which there is no similar insurance in 
effect, at the time of the accident. In 
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other words, the new policy will be con- 
strued to apply to any part of the assured’s 
loss which the assured would otherwise be 
obliged to assume on account of conditions 
in other insurance carried. There have 
been some changes, also, in relation to the 
payment for expediting charges. The 
Eastern Underwriter, February 1, 1935, p. 
38 :2. 


Organization: Job Analysis, Employment, Pay, Tests 


Job Analysis for the Training of 
Workers 


When any head of service undertakes 
to train learners for any job there are 
four things he must know: What steps 
(operations, responsibilities) make up the 
total job; what instruction concerning 
these steps should be taken; in what 
order the learner should be put through 
these steps in the learning of the job; 
and what methods of instruction should 
be used. 

The job analysis discussed in this ar- 
ticle is for training workers in the per- 
formance of a job. In order to do this 
properly and at the least cost, such a job 
analysis should show what operations or 
processes are included in the job, what 
the worker does in the performance of 
each operation or process (skill), and 
what he needs to know in order to per- 
form it intelligently (needed skill and 
helpful knowledge). The job analyzed 


as an illustration is one familiar to most 
people, driving an automobile. Bulletin 
on Employer-Employee Co-operation Is- 
sued by the Minneapolis Civic and Com- 
merce Association, April 1, 1935. 12 pages. 


Employer-Employee Relations That 
Build Harmony 


The objective of his company’s person- 
nel policy, says the president of the Alex- 
ander Film Company, is the business- 
family spirit. “We do not claim to have 
found a solution for all personnel prob- 
lems,” he states, “but we do feel that the 
sincerity and integrity of management can 
be sold to the rank and file of almost any 
organization in such a fashion that co- 
operation will come back more than half 
way.” The details of the plan are de- 
scribed in this article. By J. Don Alex- 
ander. Executives Service Bulletin, Met- 
ropolitan Life Insurance Company, May, 
1935, p. 7:2. 


Records: Forms, Charts, Cards, Files, Statistics 


Mechanics of Handling Inquiries 
In the keen competition for business, 
the concern which is able to answer a 
prospect’s inquiry most promptly, and is 
first to get a salesman on the job, is most 
likely to get the order. That is where 
an efficient system for handling inquiries 
is worth more than it costs. This article 
presents some of the methods and mechan- 


ical equipment needed for installing such 
a system. American Business, April, 1935, 
p. 25:5. 


Standardization in the Office 


Standardization enabled Canadian Na- 
tional Railways to reduce its 10,000 forms 
about 25 per cent. “It was found,” says 
the manager, Office Services, “that scien- 
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tific approach to the problem of reducing 
the manufacturing cost of forms, a prob- 
lem not commonly considered controllable 
by the purchaser, accomplished an aver- 
age saving of more than a third in the cost 


of two-thirds of the forms.” He describes 
here procedures and results. By C. U. 
Stapleton. Executives Service Bulletin, 
Metropolitan Life Insurance Company, 
May, 1935, p. 3:3. 


PRODUCTION MANAGEMENT 
General: Promotion, Organization, Policy, Development 


Inventory Control Methods 


Some companies limit inventory control 
methods to the concentration of the physi- 
cal stock in one or more storerooms and 
possibly the requirement that a signed 
requisition be presented for the issue of 
materials or supplies. Other firms have 
developed in addition a complete system 
of records to facilitate the accurate ac- 
counting for material charges and to pro- 
vide a perpetual control of physical stocks. 

This report reviews the practices of in- 
dustrial organizations that utilize some 
form of perpetual system for stock con- 
trol. It covers the control of all types of 
material entering directly into the product, 
as well as to repair parts, shop supplies 
and other miscellaneous items of stores. 

The primary purpose of inventory con- 
trol is to facilitate operations by providing 
the type and quantity of articles required, 
at the required time, with a minimum in- 
vestment. Principal advantages of con- 


Industrial Economics: Labor and 


Immigration 


New Study of Money Disbursements of 
Wage Earners and Lower Salaried 
Workers 


Income during the year 1934 exceeded 
current expenditures by $10 in 150 families 
of wage earners and lower-salaried em- 
ployees in Manchester, N. H. This was 
shown by a study made by the Bureau of 
Labor Statistics of expenditures of 150 
selected families each of which had at 
least one earner with a minimum of three 
and one-half days’ employment in each of 


trol are economies from an investment 
standpoint; economies from an operation 
standpoint. Prepared by Policyholders 
Service Bureau (Group Insurance Divi- 
sion), Metropolitan Life Insurance Com- 
pany. 30 pages. 


Backlash of Auto Accident Situation 
Costly to Industry 


The Commissioner of Motor Vehicles of 
the State of New York observes that auto- 
mobile accidents often have an unsuspected 
effect on company efficiency. In addition 
to business endangered through delayed 
shipments, there is always the threat of 
reduced personnel as a result of after-hour 
accidents. “Many employers,” he states, 
“are interested in developing definite activi- 
ties designed to train employees in safe 
practices on the streets and highways. ...” 
By Charles A. Harnett. Executives Ser- 
vice Bulletin, Metropolitan Life Insurance 
Company, April, 1935, p. 7:2. 


Capital, Legislation, Wage Theory, 


36 weeks during the year. Of the expen- 
ditures, 36.8 per cent went for food, 12.7 
per cent for clothing, 12.1 per cent for 
housing, 12.1 per cent for household opera- 
tion, and 26.3 per cent for all other items. 
Manchester is one of a number of cities 
being covered in the new study of family 
expenditures of wage earners and lower- 
salaried employees now being made by 
the Bureau. The need for such a study 
has been recognized for a number of 
years. Data on the items for which fam- 
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ily income is expended are now used as 
a basis for current indexes of cost of liv- 
ing. The latest previous basic study was 
made in 1918. By Faith M. Williams and 
Gertrude Schmidt. Monthly Labor Re- 
view, April, 1935, p. 861 :6. 


Employment and Unemployment 


In France a circular has been issued 
providing, among other things, that the 
names of soldiers completing their service 
who refuse to re-enlist shall be struck off 
the unemployment relief registers. 

A Decree of October 2, 1934, regulating 
the position of unemployed insured per- 
sons as regards the right to unemploy- 
ment assistance has recently given rise to 
various questions and explanations and a 
number of complaints. 

The Minister of Labour issued a circu- 
lar to Prefects on January 16, 1935, requir- 
ing unemployment assistance funds to in- 
sert in their rules a new clause providing 
that the supplements to unemployment as- 
sistance payments in respect of children 
shall be reduced by the amount of family 
allowances granted in respect of such chil- 
dren as a supplement to the wage of a 
parent who is not unemployed. 


Labor Relations: 
Arbitration 
Hours and Wages Provisions in NRA 
Codes 


This study places at the disposal of the 
reader the wages and hours provisions of 
the NRA codes in a form designed to 
facilitate three types of investigation: 1. the 
analysis of the hours, or wages, provisions 
of a given code; 2. the comparison of a 
given provision of one code with the com- 
parable provision of other codes, first in 
related industries and then in other indus- 
tries; and 3. the comparison of the total 
import of the wages, or hours, provisions 
of one code with that of another. The 
reader will find in one line the more sig- 
nificant hour, or wages, provisions of a 


Collective Bargaining, Employee 


THE MANAGEMENT REVIEW 


The Abbaye Federation of Catholic 
Trade Unions, which has already estab- 
lished commercial training courses and 
courses for apprentice dressmakers, re- 
cently opened courses in Paris for the vo- 
cational training of domestic servants. 

A Committee appointed in Finland in 
June, 1934, to study the working of the 
employment exchanges has submitted its 
report to the government, recommending 
mainly the encouragement of greater con- 
fidence among employers and workers in 
regard to the employment exchanges. I/n- 
dustrial and Labour Information, May 6, 
1935, p. 195:3. 


National Income 


Estimated total income of wage and sal- 
ary employees in the United States in 1933 
was 29 billion dollars, as compared with 
approximately 53 billion in 1929, a de- 
crease of 45 per cent. Similar data for 
1934 are not available, but according to 
preliminary estimates of the Department 
of Agriculture, the total national income 
increased 6 billion dollars between 1933 
and 1934, i.e., from 46 to almost 52 billion. 
Monthly Labor Review, April, 1935, p. 
921 :3. 


Representation, 


for a given provision a listing of the vari- 
ations of that provision as it appears in 
the codes of other industries. A compila- 
tion organized by Leon C. Marshall. The 
Brookings Institution, 1935. 115 pages. 


Collective Bargaining Under Section 
7 (a) Of the National Industrial 
Recovery Act 


This is an analytical study of the more 
important decisions of the National Labor 
Board interpreting collective bargaining 
under Section 7 (a) of the National Indus- 
trial Recovery Act. It does not purport 
to pass judgment upon the wisdom of col- 
lective bargaining either as a temporary or 


given code; and in one column he will find permanent social policy. 
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The conclusions arrived at, however, re- 
flect not only the implications arising out 
of the analysis of the decisions of the board 
but also the author’s experience as chair- 
man of the Chicago Regional Labor Board. 

Section 7 (a) or its equivalent, he points 
out, and the Labor Board will probably 
be continued, but Section 7 (a) should be 
revised: strengthened, so that the Board 
can protect the worker adequately in his 
right of association against interference 
either from his employer or fellow work- 


Shop Methods: 


Modernization Program Increases 
Efficiency and Output 

The Allis-Chalmers Manufacturing Com- 
pany have been conducting a rather inten- 
sive program to replace all machine tools 
which are inefficient to a point where they 
can no longer be operated economically. 
Much time saving has been effected in this 
way. : 

For example, two old design duplex 
milling machines have been replaced with 
one duplex hydromatic milling machine, 
making a saving of from 20 to 50 per cent, 
with an average of 30 per cent on all classes 
of work. By William Watson. Mill & 
Factory, April, 1935, p. 27:2. 


Safety and Accidents 


The authors of this bulletin point out 
that most accidents are unnecessary, and 
that the key man in safety and accidents 
is the foreman, who should be familiar 
with all safety practices and informed on 
standards developed in other establishments. 

Accidents fall broadly into two classes— 
those resulting from unsafe conditions, and 
those resulting from unsafe practices. Once 
a good safety system has been organized, 
it is up to the plant supervisors to disci- 
pline the workers and warn them that 
safety laws must be observed. Among the 
fundamental principles of accident preven- 
tion are: eye protection and safe clothing ; 
good fire fighting equipment; a knowledge 
of first aid; clean and unlittered floors; 


183 


ers; clarified, bringing out that an em- 
ployer is not under a positive duty, by vir- 
tue of the statute, to reach an agreement 
with his workers—that whether the em- 
ployer will or will not reach such an agree- 
ment is a matter of negotiations and col- 
lective strength; Congress in the continu- 
ance of the Labor Board should completely 
divorce it from the Recovery Administra- 
tion. By William H. Spencer. The Uni- 
versity of Chicago Press, April, 1935, 89 
pages. 


Industrial Engineering, Standardization, Waste, Rate 
Setting, Time and Motion Study. 


adequately guarded machines. Some spe- 
cial hazards are: acids and caustics; con- 
struction work; electrical hazards ; engines 
and boilers; freight elevators; grinding 
wheels; machine shop machinery. From 
the Bulletin on Employer-Employee Co- 
operation issued by the Minneapolis Civic 
and Commerce Association, April 29, 1935. 


Overcoming Time-Study Fear 

To obtain cooperation from the em- 
ployee in the use of time-study and rate 
setting it is necessary that mystery and 
fear be removed from these operations by 
explanation. A special motion picture cam- 
era with an automatic timing device is 
useful for taking down one cycle of an 
operation and allowing the operator later 
to convince himself of the fairness of the 
analysis and of the work value resulting 
from it. By Charles E. Bedaux. The 
Personnel Journal, April, 1935, p. 335 :3. 


Where Overhead Methods Can Solve 
Present Day Problems 


Overhead systems of materials handling 
can help managements to solve hundreds of 
odd problems in such ways as to leave the 
attention of operators confined to super- 
vising busy machines. 

The ideal road to profits today, in many 
industries, is to “keep the inventory on 
wheels” or confine the raw materials inven- 
tory to the goods in process, to increase 
the effective floor space while decreasing 
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the rent, to minimize the time between re- 
ceipt and shipment of orders that must be 
manufactured, and in general, to lessen the 
amount by speeding the turnover of the 
capital employed. One manufacturer found 
that well planned materials handling frees 
foremen’s time for cost reduction work, 
reduces stocks of parts to as near zero 
as possible, reduces inventories of raw ma- 
terials for work in process more than 25 
per cent, and permits well planned sched- 
uling to change his whole plant from 
article to article on twelve hours’ notice. 
Included in the article is a check list of 
more common difficulties that modernized 
systems of overhead handling of materials 
may overcome. Mill & Factory, April, 
1935, p. 51:5. 


Factors Influencing Steam Plant 
Economy 

To secure the highest steam power plant 
economy with any equipment requires care 
in the selection of the fuel, economical 
methods in fuel handling, complete com- 
bustion of the heat producing elements in 
the fuel, the economical disposal of the 
ash, clean feed water at a high tempera- 
ture, boiler surfaces free from soot and 
scale, boiler settings and baffles free from 
leaks, piping and other equipment which 
lose heat by radiation properly covered 
with heat insulating material, reduction 
of all heat losses to the minimum, best 
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utilization of exhaust steam, and sufficient 
instruments for keeping a careful check on 
plant conditions. By A. A. Potter. In- 
dustrial Power, February, 1935, p. 19:5. 


The Problem of Allowances in Time 
Studies 


As viewed by the industrial engineer, 
four groups perhaps can cover all potential 
allowance consideration factors in a time 
study. They are fatigue (including per- 
sonal needs); preparations, set-ups and 
breakdowns; equipment attention; process- 
ing or machine-cycle allowances. In this 
paper, Mr. Campbell concludes that the one 
great problem an industrial engineer faces 
is “fairness to direct labor in all dealings” ; 
that it is better not to jeopardize the suc- 
cessful operation of a system by standards 
not including proper allowances for all 
functions performed than to risk the pos- 
sible result of subnormal instead of normal 
operating efficiency. 

Discussing the problem of time allow- 
ance from the viewpoint of a psychologist, 
Paul S. Achilles concerns himself entirely 
with the measurement of fatigue. He 
warns that it is futile to test for the effect 
of single variables because a human being 
must be taken as a totality. By John F. 
Campbell and Paul S. Achilles. Bulletin 
of the Taylor Society and of the Society of 
Industrial Engineers, January, 1935, p. 
46 :12, 


MARKETING MANAGEMENT 


Methods of Handling Customer 
Complaints 


According to this report there is a grow- 
ing opinion that customer complaints, if 
correctly handled, may offer opportunities 
for selling the customer on the company’s 
service. The methods used by manufac- 
turers, wholesalers and retailers in making 
sure that complaints receive proper atten- 
tion and that the customer and the com- 
pany arrive at a satisfactory settlement are 
described in detail. Case studies are pre- 
sented, and are illustrated with reproduc- 


tion of the forms used in recording the 
receipt and handling of various complaints. 
Policyholders Service Bureau, Metropoli- 
tan Life Insurance Company, 1935, 35 
pages. 


Reciprocity 


Reciprocity as a buying policy has 
greatly increased since the beginning of 
the depression and especially since the 
NRA has caused a tendency toward price 
stabilization. The following definition of 
reciprocity was used in the article, quoted 
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from a bulletin recently issued by the Na- 
tional Association of Purchasing Agents: 
“Reciprocity is the name given to that 
sinister, coercive force used by one selling 
organization against a prospective cus- 
tomer to get business from the latter based 
on the seller’s ability to buy from the pros- 
pective customer and not necessarily on 
the facts as they may exist in a purchase 
negotiation.” 

The chief disadvantages of reciprocity 
are its effects upon advertising and sales- 
manship. The author suggests that if at- 
tention is attracted to this problem and if 
price stabilization is eliminated, conscien- 
tious salesmanship and sound buying poli- 
cies will again find their place and pro- 
vide the solution. By C. B. Larrabee. 
Printers’ Ink, May 16, 1935, p. 7:6. 


Scientific Pricing 

Marketing is the economic function 
which alone can restore prosperity. Only 
10 per cent of our manufacturers are 
spending enough on marketing and only 4 
per cent spend it wisely. “Enough” means 
that sum which will insure coverage of 
costs of production and profit; it is nu- 
merically equal to at least the production 
cost of the article. If all enterprise spent 
the proportion of income for marketing 
that successful enterprise does, it would 
spend about $5,000,000,000 more than at 
present. 

This additional sum for marketing must 
be included in the price of the article. For 
determination of this price—the “right 
scientific” price—the author provides the 
reader with some formulae. By W. L. 
Churchill. The American Marketing Jour- 
nal, January, 1935, p. 31:4. 


Small Orders 


One manufacturer has handled the small- 
order problem successfully by allowing job- 
bers a 5 per cent quantity discount on or- 
ders totaling $100 net or more for single 
shipment to one destination. 

Taking a firm stand on small orders, en- 
forcing some kind of fair pricing policy 
designed to reward reasonable buyers, may 


result in some lost business. But the prof- 
its from this loss are frequently less than 
the loss from indiscriminate acceptance of 
consumer-quantity orders from wholesale 
and retail customers. American Business, 
February, 1935, p. 21:4. 


Factors in Success of Warehouse Dis- 
tribution System 


When the Pittsburgh Plate Glass Com- 
pany was founded in 1883, it was essen- 
tially a concern devoted to the manufacture 
of plate glass. Since that time its manu- 
facturing facilities have grown to include 
paint, brushes, window glass, chemicals, 
cements, and allied products. Controlled 
outlets were found to be an advantage 
should any jobbers attempt to influence the 
natural market created by supply and 
demand. 

With only a few scattered factories, it 
was believed that strategically located 
warehouses would be necessary. Such a - 
system of distribution would not only assist 
customers but would strengthen relations 
with the jobbers. 

The company at first purchased seven 
glass jobbing concerns located in Boston, 
New York, Chicago, Minneapolis, St. 
Louis, Cincinnati and Milwaukee. These 
original branches have now grown to 68. 
The factors involved in the selection of 
cities in which new warehouses were to 
be placed are described in this article. By 
H. S. Wherrett. Executives Service Bul- 
letin, Metropolitan Life Insurance Com- 
pany, May, 1935, p. 1:2. 


Mechanized Accounting Provides Com- 
plete Sales Data 


An accounting system that reduces book- 
keeping to a purely mechanical operation 
is used at the Frank H. Fleer Corporation. 
While accounting machines are not a new 
development, the system in use there is 
among the first completely to eliminate 
ledgers in book form, making pen-and-ink 
methods of bookkeeping obsolete. 

Speed and accuracy is one of the out- 
standing features of the method, but it has 
also made possible the assembling of data 
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on sales and production that are of much 
benefit for executive control. The detailed 
workings of the system are described in 
By Ralph H. Butz. System 

and Business Management, May, 1935, p. 
23 :2. 


High Cost of Bad Research Tax on 
Business 

The author furnishes many examples 
of the ways in which surveys to find out 
what the consumer likes, uses, etc., can be 
unreliable and misleading. “Surveys are 
too often based on the questionable scien- 
tific method of ‘T’ll ask the wife.’” 
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The factors which make research diffi- 
cult and precarious are enumerated in the 
article: the vanity factor, the respectability 
factor, the credit factor, the intelligence 
factor, the interested minority, and the psy- 
chopathic fraction. 

Not only must the cost of such inaccu- 
rate researches be considered but the ex- 
pensive campaigns and sales plans which 
are based on the unreliable facts obtained. 
The author suggests that research be 
done by experts with a bureau of standards 
to establish technique and methods. By ,, 
L. E. McGineva. Printers’ Ink, May 16, 
1935, p. 21:6. : 


Salesmen: Selection, Training, Compensation 


How Our “Pick Your Own Bonus” 
Plan Operates 


The general sales manager of the Amer- 
ican Type Founders Sales Corporation de- 
scribes in this article the plan used in com- 
pensating salesmen. A salesman is privi- 
leged to pick whatever volume of busi- 
ness he expects to do during the month, 
and bonuses are awarded according to 
quotas. A chart accompanies the article 
showing the amount of bonuses paid to 
salesmen who reach their quotas. By H. 
' W. Alexander. American Business, April, 
1935, p. 16:1. 


Sales Training—A Perpetual Job 


The work of training salesmen is best 
carried out by one individual or a small 
group who will assume this task as a defi- 
nite responsibility. The program itself 
should preferably comprise: 1. A definite, 
systematic plan of training; 2. A syllabus 
setting forth the history of the company, 
raw materials and manufacturing processes 
employed, general policies and sales poli- 
cies ; 3. Complete factory training ; 4. Office 
training, including correspondence; 5. Peri- 
odic, frequent quizzes; 6. Contact with all 
executives as often as possible; 7. Thor- 
ough field training; 8. Sales conventions; 
9. Further training throug! a post-gradu- 
ate schedule at home office annually. 

A program of this nature, if carried out 


with skilled guidance at every step and 
the whole-hearted cooperation of an entire 
organization, is bound to pay for itself 
in reduced turnover of sales personnel; 
better morale, especially in branch offices; 
and unified strategy, which is born of well- 
directed thinking. By H. W. Prentis, Jr. 
Executives Service Bulletin, Metropolitan 
Life Insurance Company, April, 1935, p. 1:3. 


Readily Profitable Salesmen 


A medium sized manufacturer covers 
the entire United States with 15 salesmen 
selling six distinct lines of the luxury type 
going to ten different kinds of outlets. How 
can the manufacturer devise a simple ac- 
counting means by which the real effec- 
tiveness of each salesman may be deter- 
mined? 

First establish the following facts: the 
dollar volume of shipments; per cent of 
quota sold; salary and/or commission paid ; 
traveling expenses; cost of handling; gross 
profit; net profit; per cent of total ship- 
ments; potential of territory. 

Apply these to the salesmen. Watch the 
net profit of each. Big volume does not 
always mean high net profit. Some of the 
so-called weak salesmen may be better than 
the manufacturer thinks, some of the big 
volume men may actually be weak in the 
final analysis. By L. E. Barnes. Printers’ 
Ink, April 25, 1935, p. 7:3. 
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GE Turns Loose First Trained Crew of 
Air-Conditioning Men 

The selling of air conditioning equipment 
involves some peculiarly difficult problems, 
not the least of which is the necessity for 
finding and training “engineer-salesmen” or 
“salesmen-engineers.” A training course 
was devised by GE, lasting four weeks, 
which would teach each man the following: 
The General Electric Company; The air 
conditioning department ; The physiology of 
air conditioning; Product design; Actual 
product operation; Product application ; 
Methods of reducing installation costs; 
Special sales features; Actual field prob- 
lems; Preparation of proposals; The use of 
advertising ; Contacts with prospects ; Com- 
petitive equipment. The first fully trained 
sales force is now in the field. By J. J. 
Donovan. Sales Management, March 1, 
1935, p. 252:4. 


What Salesmen Can Do About Personal 
Contacts 

Most sales effort is aimed at customers 

or prospects who are regular points of 


call on a routine sales circuit. Selling is 
apt to become too professional and very 
often the personal contact with customers 
is overlooked. Little personal remem- 
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brances such as customer’s birthdays, hob- 
bies, etc., very often help in getting and 
holding customers. Advertising & Selling, 
April 11, 1935, p. 32:2. 


Training Course for Salesmen 


Air conditioning differs from radio in 
one outstanding particular. Each sale de- 
mands special treatment. The equipment 
must be adapted to the particular need of 
each home, office, store or other establish- 
ment. The salesmen, therefore, must be 
of a higher calibre than is usually neces- 
sary for the selling of such specialties as 
radios and refrigerators. 

The sales and engineering school of the 
Frigidaire Corporation at Dayton is con- 
stantly training more men. The engineers 
must take a course lasting one month and 
must at the end of that period pass an 
examination. The salesmen attend classes 
for two weeks. Both groups are taught 
much the same technical information. The 
engineers merely go into the subject more 
thoroughly. 

How the Frigidaire Corporation teaches 
men to find the strongest appeal as a basis 
for selling air conditioning is here de- 
scribed. By J. J. Nance. Printers’ Ink, 
April 4, 1935, p. 24:3. 


Books Received 


The Law in Business Problems. By 
Nathan Isaacs. Macmillan, New York, 
1934 (revised edition). 512 pages. $4.00. 


Who Pays? By Ernest Greenwood. 
Doubleday Doran & Company, Garden 
City, New York, 1934. 301 pages. $2.00. 


Industrial Relations in the United States 
of America. By H. A. Marquand. Ox- 
ford University Press, New York, 1934. 
105 pages. $1.00. 


Salt as a Factor in the Confederacy. 
By Ella Lonn. Walter Neale, New 
York, 1933. 324 pages. $3.00. 


No More Unemployed. By John B. 
Cheadle, Howard O. Eaton, and Cortez 
A. M. Ewing. University of Oklahoma 
Press, Norman, 1934. 124 pages. $1.35. 


The Causes and Cure of Depressions. 
By Whitney Hart Slocomb. Christopher 
Publishing House, Boston, 1933. 131 
pages. $1.25. 


Institutional Management & Accounts. 
By H. Reynard. Longmans, Green and 
Co., London, 1934. 31 pages. $1.55. 

Crystallizing Public Opinion. By Ed- 
ward L. Bernays. Liveright Publishing 
Corporation, New York, 1934 (fifth 
printing). 218 pages. $2.50. 

Looking at America. By Bernard 
Drachman. G. P. Putnam’s Sons, New 
York, 1934. 288 pages. $2.75. 


Protective Tariffs. By Frank D. Graham. 
Harper & Brothers, New York, 1934. 
176 pages. $1.00. 
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Money Changers vs. the New Deal. By A Directory of Organizations in the 


Harry Elmer Barnes. Ray Long & 
Richard R. Smith, New York, 1934. 150 
pages. $1.00. 


Field of Public Administration. Pub- 
lic Administration Clearing House, Chi- 
cago, 1934. 175 pages. $1.00. 
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The Rise and Fall of the Gold Standard. 
By Sir Charles Morgan-Webb. Mac- 
millan, New York, 1934. 187 pages. 
$1.50. 

Starting in the days when the weight of 
silver was the basis of the currency stand- 
ard in England, the author follows the his- 
tory of currencies standards, primarily in 
England, up to the present. 

The weight of an ounce of silver was 


used as a standard of currency in Eng-. 


land until in 1916 when gold was chosen 
because its value could be fixed and kept 
fixed with less trouble than with any other 
metal. “This was a chance from a false to 
a true standard; a change from a unit of 
weight to a unit of value.” Britain suc- 
ceeded in keeping the value of gold at a 
fixed value from 1822 to 1914. The Ster- 
ling Bill of Exchange afforded stability to 
the currencies of other countries. By per- 
mitting free trade in order to prevent gold 
from concentrating in England, and by 
manipulating the Bank Rate, England was 
able to control and balance international 
exchange. 

Forced from the gold standard by the 
war in 1914, Britain again went on in 
April, 1925, under the delusion that it was 
the same gold standard she had left in 
1914; it was not. “The change was similar 
to that which would have taken place in 
the domain of linear measurement if the 
yard had secretly changed its length to 
that of the metre. Every value was 
changed. Every contract, every lease, 
every debt, everybody’s income was 
changed by being: measured by a new stand- 
ard. . . . It was not the sterling standard, 
it was the dollar standard. The primary 
difference between the two standards was 


the divergence between the units of value 
adopted as their basis.” 

The dollar standard, instead of being op- 
erated like the sterling standard for inter- 
national balance of exchange was operated 
to stabilize prices within the United States, 
resulting in large gold accumulations in 
the creditor nations, France and the United 
States. More and more gold was drained 
from the debtor nations who soon were in 
the position of being unable to buy and 
the result was the worldwide depression. 
In 1931 England again left the gold stand- 
ard. 

The author discusses the new English 
currency, with a Price Index substituted 
for gold as the basis of the unit of value. 
In the words of the Currency Manifesto 
of the British Empire Delegates, “Any 
price level [at which prices should be stabil- 
ized] would be satisfactory which restores 
the normal activity of industry and employ- 
ment, which ensures an economical return 
to the producer of primary commodities 
and which harmonises the burden of debts 
and fixed charges with economic capacity.” 

The Price Index in England, according 
to the author, has not yet reached this 
point, but is advancing toward it. He 
makes this comment: “The present cur- 
rency policy is producing prosperity, not 
disaster; it is diminishing unemployment, 
not creating it.” 


The National Recovery Administration. 
By Leverett S. Lyon and others. The 
Brookings Institution, Washington, D. C. 
1935. 947 pages. $3.50. 

This volume offers not only an exposi- 
tion of the NRA but an objective analysis 
and appraisal of every major phase of its 
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work. It is a comprehensive study by 
Leverett S. Lyon, Paul T. Homan, George 
Terborgh, Lewis L. Lorwin, Charles Dear- 
ing and Leon C. Marshall, begun almost 
with the inception of the Recovery Admin- 
istration itself. 

The book is divided into seven parts: I. 
The Underlying Law; II. Administrative 
Organization and Procedure; III. Wages 
and Hours Provisions of Codes; IV. The 
NRA and Industrials; V. The NRA and 
the Trade Practice Problems; VI. The 
NRA as a Recovery Measure; VII. Con- 
cluding Observations. 

Part VII is particularly significant mak- 
ing as it does final observations that emerge 
from the study as a whole. Conceding 
that certain general social objectives—such 
as the restoration of prosperity and the im- 
provement of trade practices—are a legiti- 
mate concern of Government, and that it 
is not fair to criticize the NRA merely 
because it employed somewhat novel gov- 
ernmental methods, the authors sound a 
warning that the NRA can no longer be 
thought of as a recovery inducing agency ; 
that the determination of policy must be 
divorced from the emergency principle and 
be related to long-run objectives; that the 
character of the responsibilities which the 
Federal Government wishes to undertake 
on a continuing basis within the boundaries 
of constitutional powers and administrative 
feasibility must be determined to prevent 
the pattern of the NRA from hardening 
into a permanent mould of defective and 
poorly enforced law. 


The Planned Economy in Soviet Russia. 
By Edward Lamb. Dorrance & Com- 
pany, Philadelphia, 1934. 190 pages. 
$1.75. 

The author states the purpose of his 
book in the following manner: “It is 
proposed to outline here certain features 
of the planned society in the Soviet Union, 
which will assist the reader in observing 
the unfolding of a state which provides 
some degree of economic security.” He 
describes the Soviet Union as “the one 
country making rapid economic and cul- 


tural progress in a world stricken by 

crises of ‘overproduction,’ debts and ‘lack 

of leadership.’” 

He outlines the reasons for the apparent 
successes and failures of the first socialized 
state covering the planned society, the 
Soviet legal system, the treatment of na- 
tional minorities, and social phenomena un- 
der planning. As he goes along he paral- 
lels the workings of a planned society with 
situations existing in the various capital- 
istic countries. 

It's Your Money. By Barnet Hodes. 
Reilly & Lee Co., Chicago, 1935. 216 
pages. $1.00. 

This is a book written for tax-payers. 
The author, a member of the Illinois Tax 
Commission, from his contacts with officials 
and other citizens concerned with tax prob- 
lems, felt that there was a need for popular 
information about taxes in Illinois. He 
tells where the taxpayer’s money goes, 
how it is spent, where the city’s money 
goes, where the state’s money goes, he 
touches on real estate taxes and the farm- 
er’s situation, and concludes by pointing 
the road to tax reduction through im- 
proved administration, a broader tax base 
and government reorganization. 


The Interstate Commerce Commission. 
By I. L. Sharfman. The Commonwealth 
Fund, New York, 1935. 684 pages. 
$4.50. 

This study in administrative law and 
procedure is by a professor of economics 
in the University of Michigan, under the 
auspices of the Legal Research Committee 
of the Commonwealth Fund. The present 
publication, Part III, Volume A, will be 
followed by Volume B. The fourth and 
final part is also in preparation. 

This exhaustive work is being carried 
on to secure a general survey of adminis- 
trative powers revealing, so far as the 
face of legislation can reveal it, the extent 
to which administrative control has, by 
modern legislation, been in fact conferred. 

Part III, Volume A, deals with the char- 
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acter of the Commission’s activities—the 
valuation project, which provides the 
foundation for many of the Commission’s 
regulatory activities; the control of rail- 
road organization and finance; the entire 
sphere of public utility valuation. 

The treatment throughout is critical as 
well as expository. 


Analysis of Financial Statements. “By 
Harry Guthmann. Prentice-Hall, New 
York, 1935. 584 pages. $5.00. 

The first portion of this book is devoted 
to the general principles of the work of 
analyzing financial statements and deals 
with terminology and fundamentals. The 
second part treats of particular types of 
statements under three divisions: public 
utilities, industrials, and moneyed corpora- 
tions. No attempt has been made to in- 
clude all classes of statements. 

Emphasis is laid on how statements are 
to be read. The book is designed to serve 
tue needs of the banker, the credit man, 
the investor, and the business executive, 
rather than those of the accountant. 


Administrative Legislation and Adjudi- 
cation. By Frederick F. Blachly and 
Miriam E. Oatman. The Brookings In- 
stitution, Washington, D. C., 1934. 389 
pages. $3.00. 

The conflicts of labor and capital, the 
effects of the NRA, the necessity of regu- 
lating public utilities and other great eco- 
nomic institutions, the attempt to control 
immigration, prevent the spread of disease, 
control securities and stock exchanges, and 
exercise other regulatory activities have 
led to the establishment in the Federal 
Government alone of some 600 administra- 
tive authorities whose activities directly 
affect the welfare of society. 

In the enforcement of all these different 
rules and regulations literally hundreds of 
thousands of cases arise each year in which 
individuals claim that the government is 
violating their private rights. For the 
settling of these disputes of various kinds, 
some 60 different tribunals have been estab- 
lished in the Federal Government. The 


fact that these processes have developed 
with such rapidity during recent years and 
that they have grown up in a haphazard 
fashion has not only caused great confu- 
sion in the public mind but has led to gen- 
eral fear and distrust. 

In this book the authors show why ad- 
ministrative legislation and adjudication 
have developed to such an extent, how or- 
der can be brought out of the present 
chaos, and the administrative action re- 
quired by the speed of modern life can be 
safeguarded in the interest of law and jus- 
tice. 

The Correct Economy for the Machine 
Age. By A. G. McGregor. Pitman 
Publishing Corporation, New York, 1935. 
256 pages. $2.00. 

This book on the recent economic crisis 
deals with the causes of the depression, 
the intensity of which is explained by the 
increasing capacity of production in con- 
junction with policies relating to a gold 
basis of exchange. 

The author proposes to eliminate un- 
equal distribution of purchasing power re- 
sulting in oversaving, over-investing and 
overproduction, as the basis of the trouble, 
by a State decree to the effect that there 
shall be a given rise in wages and salaries 
to take effect on a given date. A fair 
and competent Commission is to be respon- 
sible for adjusting the amount of the rise 
to the condition of the trades. 

In the field of foreign trade the author 
maintains that each nation should achieve, 
by regulated monetary action, a true bal- 
ance in its import and export trade and 
control of foreign investment within each 
nation should be delegated to some cen- 
tral bank or international clearing house. 


Corporate Profits as Shown by Audit 
Reports. By W. A. Paton. National 
Bureau of Economic Research, New 
York, 1935. 151 pages. $1.25. 

This study is based upon the income- 
sheet and balance-sheet statistics of some 
700 corporations for the three years 1927, 
1928 and 1929. “The material was deemed 
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of sufficient importance to deserve tabula- 
tion and analysis because the reports rep- 
resented for the most part that group of 
relatively small yet substantial corporations 
which play an important réle in American 
business but are ordinarily neglected or in- 
adequately represented in studies of cor- 
porate income and finance, and because the 
reports furnished were in a more satisfac- 
tory and complete form than those usually 
available, and hence might be expected to 
yield, within the limits imposed by the 
size of the sample, unusually reliable re- 
sults. Moreover, it was hoped that an 
analysis of these reports might serve as a 
forerunner of a later more extensive study 
or perhaps ultimately of a regular periodic 
report, through the same channels.” 

Some phases of the subject covered are: 
Earning power from the standpoint of 
total capital; earning power from the 
standpoint of stockholders; profits and the 
use of preference stocks; earning power in 
relation to size of enterprise, and common 
dividend policies and surplus accumulation. 


The Formation of Capital. By Harold 
G. Moulton. The Brookings Institution, 
Washington, D. C., 1935. 27 pages. 
$2.50. 

This book is the third volume in a series 
of four studies devoted to an analysis of 
the Distribution of National Wealth and 
Income in Relation to Economic Progress. 
The purpose of the investigation as a 
whole is to determine whether the exist- 
ing distribution of income in the United 
States among various groups in society 
tends to impede the efficient functioning of 
the economic system. 

This volume analyzes the factors in- 
volved in converting monetary savings into 
actual additions to capital equipment. It 
considers especially the connection between 
consumptive demand and the creation of 
new capital and the part which financial 
institutions, particularly commercial banks, 
have come to play in the process of capital 
formation. The conclusions reached as to 
the forces which control the growth of cap- 
ital will be found fundamentally at vari- 


ance with traditional views on the subject. 

The book challenges traditional concep- 
tions as to the forces which govern the 
growth of productive capital; demonstrates 
the dependence of capital expansion upon 
consumptive demand; and discloses how 
excessive savings may produce financial 
disorder rather than new capital goods. 

The analysis is illustrated by a series of 
diagrams and charts. 


International Economic Relations: Re- 
port of the Commission of Inquiry into 
National Policy in International Eco- 
nomic Relations. The University of Min- 
nesota Press, Minneapolis, 1934, 397 
pages. $3.00. 

This report consists of five parts: Part 
I gives the recommendations of the Com- 
mission. Part II gives the reasons for 
these recommendations. Part III is a re- 
port made to the Commission by Dr, Alvin 
H. Hansen, until July 1, 1934, Director 
of Research and Secretary to the Com- 
mission, Part IV presents representative 
selections from the written statements sub- 
mitted to the Commission together with 
revised transcripts of the statements of 
some of the witnesses at the public hear- 
ings of the Commission. Part V sum- 
marizes the views expressed by witnesses 
at the hearings, except those included in 
Part IV. Although the business or pro- 
fessional connection of each person is 
given, the opinions of individuals and not 
of the corporation or various speakers are 
presented in the order in which they ap- 
peared before the Commission. 

Science and Social Needs. By Julian 
Huxley. Harper & Brothers, New York, 
1935. 287 pages. $2.75. 

Mr. Huxley made a tour of Great Britain 
stopping at universities, research labora- 
tories, and scientific institutions of all kinds 
to discover what progress science is mak- 
ing in satisfying social needs and what new 
social problems science is creating. This 
book is the result of his observations. 

He has grouped his findings under vari- 
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ous heads’ and tells of scientific develop- 
ments inthe fields of food, building, .cloth- 
ing, health, communications, and war. At 
the end of each chapter Mr. Huxley raises 
questions as to the economic effects of this 
scientific progress and offers suggestions 
for bridging the gap between scientific 
knowledge and its practical application. 





Your Insurance. By S. C. Cyzio. Robert 
Rand Harrold, Chicago, 1934. 295 pages. 
$3.00. 

After describing the stability and strong 
foundation of life insurance and the man- 
ner in which it has successfully withstood 
the depression, and suggesting that further 
improvement could be established through 
the policyholder, who, by care and with 
competent advice can invest his money to 
the mutual advantage of himself and the 
better type of insurance company, the au- 
thor goes into a detailed analysis of life 
insurance, annuities, and sickness and ac- 
cident insurance. A final section of the 
book is devoted to miscellaneous insurance. 

Three figures are suggested, and the 
manner of computing them outlined, which 
will show the insured what the life insur- 
ance policy does for him and the benefi- 
ciary: 1. The exact amount of protection 
in case of death; 2. The exact cost per 
year of this protection; and 3. The future 
increase in cash value under the policy. 
The following three requisites are recom- 
mended in the choice of an insurance com- 
pany by the new purchaser—age, reputa- 
tion, and size. 

The author gives specific suggestions as 
to the amount and kind of insurance that 
should be carried at different ages, the 
minimum of insurance advisable, how pay- 
ment should be made in case of death, etc., 
and offers information and advice to the 
new purchaser of insurance. Typical ques- 
in the rest of the material; there are tables 
with various insurance data, and pages of 
insurance “Don'ts,” of which the follow- 
ing are samples: Don’t forget to add an 
annuity income bond to your low premium 
life insurance. Don’t expect full sickness 
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and. accident protection from your perma- 
nent disability clause. It is designed. to 
cover only serious and long periods of dis- 
ability... Don’t join life insurance with fu- 
ture old age income in the same policy. 
Don’t minimize the value of income insur- 
ance against accident and sickness. It 
should be the foundation of every insurance 
program.. Don’t consider the word “non- 
cancellable” on present day sickness and 
accident insurance. policies as a “cure-all.” 
In many cases it proves a disadvantage. 
Seeking advice from a reputable insur- 
ance counsellor and consulting Best’s In- 
surance Reports are courses of action 
which the author repeatedly recommends. 





The Future of Gold. By Paul Einzig. 
Macmillan, New York, 1935. 135 pages. 
$2.00. 

Dr. Einzig, who writes a daily column, 
“Lombard Street” in the London Financial 
News, is the author of a number of books 
on monetary problems; his International 
Gold Movements is considered a standard 
work on the subject. 


In his present book, The Future of Gold, 
he attempts—in response to inquiries re- 
ceived day after day from many thousands 
of anxious investors—to answer these and 
other questions of practical importance: 
What will be the future trend of the price 
of gold? At what level will it be stabil- 
ized? Will the gold standard be restored; 
if so, in what form? ‘Will there be a glut 
or scarcity of gold after the stabilization 
of currencies? Will the Central Banks in 
the leading countries be under statutory 
obligation to buy gold at a fixed price? 
Is there a likelihood of a rise in the cost 
of production sufficient to offset the bene- 
ficial effect of the rise in the sterling price 
of gold? 

On these complex matters the author 
does not attempt to make concrete predic- 
tions, but rather tries to forecast probabili- 
ties. In conclusion he sunimarizes his 
book in tabular form and adds nine appen- 
dices to elaborate and strengthen his line 
of reasoning. 





